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French Exporters’ Rebates on Certain Charges and Taxes 


In a note in the Bulletin Hebdomadaire de Statistique 
of November 5, 1955, the French National Institute of 
Statistics and Economic Research (INSEE) summarizes 
the French system of export aid in the form of rebates 
on social welfare charges and on indirect taxes. This 
system originated in October 1950, but its present fea- 
tures are derived in large part from various regulations 


of June 1952. 


French exporters may receive refunds of certain social 


welfare charges and indirect tax payments made in the 
process of producing certain export commodities. The 
refund of social welfare charges covers the employers’ 


contribution to the social security fund, family allow- 
ances, the premium for workmen’s compensation, and the 
5 per cent employers’ tax on wages. These social welfare 
charges are refunded in proportion to the ratio of the 
firm’s exports of products qualifying for aid to its total 
sales. The refund of indirect taxes is calculated on the 
basis of a flat percentage applied to the value of the 
product qualifying for rebate. 

Exports have been classified in several categories ac- 
cording to qualification for, and amount of, rebate 
applied to them. In 1954, 31 per cent of total French 
exports to foreign countries was not entitled to any 
rebate either on social welfare charges or on indirect 
taxes. These were mainly raw materials, goods requiring 
little processing, and petroleum products. The remaining 
69 per cent of exports were entitled to rebates and could 
be classified in three subcategories: (1) One category 
(covering, in 1954, 3.3 per cent of total French exports 
to foreign countries) entitled exporters to the refund of 
social welfare charges only (i.e., a refund estimated to 
have averaged, in 1954, 4.20 per cent of the value of these 
exports). (2) A second category (covering, in 1954, 
43.1 per cent of the total) entitled exporters to both the 
refund of social welfare charges (i.e., as above, an aver- 
age of 4.20 per cent in 1954 of the value of these ex- 


Gold Production Estimates for 1955 


Gold production in the western world will probably 
reach $950 million in 1955, $52 million more than in 
1954 and $200 million more than in 1946, but still much 
less than the average production of $1,200 million in 
1939-41. Of the countries included in this group, it is 


ports) and a refund of indirect taxes fixed at a rate 
which was 5.45 per cent of the value of exports from 
July 1, 1952 to December 1, 1954, 4.20 per cent from 
December 1, 1954 to December 1, 1955, and 2.50 per cent 
since December 1, 1955. The total average rate of the 
rebates for this category is estimated at about 6.70 per 
cent (i.e., 4.20 plus 2.50) since December 1, 1955. (3) A 
third category (covering, in 1954, 22.6 per cent of total 
exports) entitled exporters to the social welfare rebates 
(as above) and to a rebate on indirect taxes at a rate of 
8.72 per cent of the value of exports from July 1, 1952 to 
December 1, 1954, 7.50 per cent from December 1, 1954 
to December 1, 1955, and 5 per cent since December 1, 
1955. The total average rate of the rebates for this cate- 
gory is estimated at about 9.20 per cent (i.e., 4.20 plus 
5.00) since December 1, 1955. 

In 1954 the cost to the budget of this system of aid 
through rebates was 56 billion francs (US$160 million). 
Of this total, 24 billion francs represented refunds of 
social welfare charges, and the remainder covered re- 
funds of indirect taxes—17 billion to exporters of goods 
in category (2) and 15 billion to exporters of goods in 
category (3). The ratio of the amount of rebates to the 
value of total French exports to foreign countries was 6.3 
per cent in 1954 (against 5.7 per cent in 1953). The 
ratio of the amount of rebates to the value of French 
exports qualifying for rebates was 9.2 per cent in 1954 
(against 9.8 per cent in 1953). 

The study includes an estimate of the importance of 
firms engaged in the export business in France. Of a 
total of about 2 million firms, only 8,000-9,000 firms 
carry out more than one export transaction per month, 
and only 30,000 carry out more than one export transac- 
tion per year. 

Source: Institut National de la Statistique et des Etudes 
Economiques, Bulletin Hebdomadaire de Statis- 
tique, Paris, France, November 5, 1955. 


estimated that production in South Africa this year may 

exceed $500 million; Canada’s output may rise by $6 

million; whereas in the United States output is expected 

to slow down again. Output in most other areas in the 

group is either static or declining. 

Source: The Northern Miner, Toronto, Canada, Novem- 
ber 17, 1955. 





Europe 
U.K. Local Authority Loans 


The U.K, Treasury is now considering a request from 
local authorities to remove the restrictions imposed on 
their borrowing powers since the war. The main restric- 
tions are that no mortgage can be issued to local authori- 
ties on terms providing for repayment under seven years, 
that the mortgage should be for a definite period, and 
that it should not be allowed to run on “at notice” beyond 
the agreed time limit. The local authorities maintain that 
these restrictions are at variance with the Chancellor's 
new policy of persuading them to raise as much money 
as possible outside the Public Works Loan Board. 


New accommodation granted by the Board fell from 
about £8 million weekly in the period April-October to 
about £3'million a week in the four weeks ended Novem- 
ber 19, and no advances at all were made in the last of 
these weeks. The first stock issue made by a local author- 


ity since the autumn budget was that of the Glasgow 
Corporation on November 30. A £5 million issue of 
4°4 per cent redeemable stock 1966-68 was offered at 
981, which would give a running yield of £4 16s. 6d. per 
cent and a gross redemption yield of £418s. per cent. 
Underwriters of this loan have been required to take up 
87 per cent of their liability. The closing market quota- 
tions on December 1 showed a discount of 154-1% below 
the issue price. 

Sources: The Times, November 23, 1955, and The Finan- 


cial Times, November 23 and 25 and Decem- 
ber 2, 1955, London England. 


U.K. Hire Purchase 


U.K. hire purchase in the motor vehicle trade is begin- 
ning to show the full effects of the credit squeeze and of 
the hire-purchase restrictions imposed last July (see this 
News Survey, Vol. VIII, p. 34). The number of hire- 
purchase contracts for November for all -motor: vehicles 
was about 53,000, which was 13 per cent less than in 
October 1955 but 1114 per cent higher than in November 
1954. Although much of the decline from October might 
appear to be seasonal, it is believed that the total for 
November would have been even lower but for the 
carry-over of late October business into November regis- 
tration. Trade eircles believe that, if the present. down- 
ward trend continues, the total of new contracts in Decem- 
ber will be around 40,000, about the same as last year. 


Source: The Financial Times, London, England, Decem- 
ber 3, 1955. 


Wages in Finland 


The Finnish trade unions and the employers’ associa- 
tion have agreed that the present system of directly tying 
wages to the cost of living index should be replaced by a 
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semiautomatic system in the wage agreements for 1956. 
The basis for the new system will be the cost of living 
index for December 1955. -If the cost of living index 
should show substantial changes, new negotiations would 
have to be undertaken between June 1 and September 30. 
The wage demands of the various unions will be based 
on recommendations made by the trade union congress. 
The adjustment of wages cannot exceed the correspond- 
ing increase in the cost of living index. 

The advantage of the new system is said to be that 
wages will not rise automatically with any change in the 
cost of living index, and that the adjustment of wages 
will not be a fixed amount but will be determined by 
negotiation. 


Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, November 30, 1955. 


Finnish-U.S.5.2. Trade 


Although trade between Finland and the U.S.S.R. is 
governed by a five-year agreement (see this News Survey, 
Vol. VII, p. 44), negotiations are conducted each year to 
determine actual deliveries. On December 2 a protocol 
to the five-year agreement was signed in Moscow for 
deliveries in 1956. Total Finnish exports for that year 
are estimated at Fmk 34 billion ($147.5 million), against 
Fmk 32.1 billion in 1955; and U.S.S.R. exports are esti- 
mated at Fmk 25.4 billion ($110 million), compared 
with Fmk 24.0 billion this year. As in 1955, the Finnish 
export surplus will be settled partly by triangular trans- 
actions, to an amount of Fmk 6.3-6.9 billion, via certain 
Eastern European countries, and partly by direct Soviet 
payments in gold or foreign exchange, to an amount of 
Fmk 1.7-2.3 billion. 

The lists of goods for 1956 follow closely those for 
1955. The main change is that U.S.S.R. purchases of 
pulpwood and products of the wood-processing industry 
will be greater than this year. 

Source: Hufvudstadsbladet, Helsinki, Finland, Decem- 
ber 3, 1955. 


Foreign Investment in Italy 


Private foreign investment in Italy in the first six 
months of 1955 totaled $46 million; this included the 
$11.4 million Montecatini bond issue in Switzerl d see 
this News Survey, Vol. VIII, p. 4). In the first half of 
1954, private foreign investment amounted to $16 million. 
In contrast to past years, when such investment was con- 
centrated almost solely in the petroleum refining industry, 
foreign investment in 1955 has been spread more evenly 
among different industries; there has been a substantial 
increase in the chemical and pharmaceutical industries 
and in commerce. Public foreign investment, on the 
other hand, fell during the first half of 1955 to $23 mil- 
lion, from $36 million in the first six months of 1954. 
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The latter figure, however, included $23 million in respect 
of a loan from Swiss banks to Mediocredito, the Italian 
institute for medium-term credit to small and medium- 
sized industries (see this News Survey, Vol. VI, p. 297). 


Source: 24 Ore, Milan, Italy, November 2, 1955. 


Greek Olive Oil Policy 


Conditions in the olive oil market are now opposite to 
what had been expected a few months ago, when the 
Greek authorities reduced the scope of exchange taxes 
on exports of olive oil and took internal measures de- 
signed to prevent domestic olive oil prices from falling 
excessively (see this News Survey, Vol. VIII, p. 151). 
Although 1955 is a year of cyclically large olive oil pro- 
duction, actual output this year is expected to fall—be- 
cause of insect-caused diseases of olive trees—to only 
some 80,000 or 90,000 tons, from 108,000 tons in 1954 
and 158,000 tons in 1953. Production in the other main 
olive oil producing countries is also reported to be small 
this year. As a result, both Greek and world prices of 
olive oil have recently increased substantially. 

In order to halt the rise of the domestic prices of olive 
oil (which have a heavy incidence on the cost of living), 
the Government has prohibited the export of olive oil, 
olive kernel oil, and certain kinds of fat used by the soap 
industry, with the exception of olive oil with an acidity 
of up to 1 per cent, if packed in cans containing not more 
than five kilograms. The Bank of Greece has been author- 
ized to issue licenses for the export of these products only 
in connection with the execution of orders already placed 
through confirmed credits opened with an authorized 
bank in Greece on or before November 26; these ship- 
ments should be effected in eight monthly installments. 
Exchange taxes on olive oil exports have not been rein- 
stated. The utilization of olive oil of any acidity in the 
manufacture of soap has been prohibited. Also, indus- 
tries are not permitted to purchase and refine olive oil 
with an acidity of 7 per cent or lower. In addition, steps 
have been taken for the import, free of customs duties, of 
seeds oil (a substitute for olive oil) by the Government 
and by private importers. 

Sources: Naftemboriki, Athens, Greece, November 28 
and December 9, 1955. 


Gold Coin Prices in Germany 

The average prices of the more important gold coins 
in Germany reached the highest point for the year early 
in November. The price of 20-mark gold pieces was about 
4 per cent higher than at the beginning of the year, 
and had risen by nearly 10 per cent since August. The 
prices of vrenelis, napoleons, and 10 dollar eagles had, 
however, fallen a little. The most important influence on 


these gold coin prices came from Paris as a result of the 
capital flight from North Africa and increased gold 
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hoarding in France, but there is also a considerable 
demand in Germany for gold coins. Transactions with 
foreign countries in gold coins are still not permitted, 
but considerable quantities of 20-mark pieces which had 
been held abroad have nevertheless been returned to 
Germany. The German prices for coins are about 5 per 
cent higher than the Swiss prices. The 20-mark piece, for 
example, is quoted in Switzerland at the equivalent of 
about DM 38.38, while the average price in West Ger- 
many is DM 40.25. 

Source: Zeitschrift fiir das gesamte Kreditwesen, Frank- 

furt am Main, Germany, November 15, 1955. 


West Germany's Merchant Marine 

In November 1955, the merchant marine of West 
Germany had risen to a volume of 3 million tons, from 
the 1949 total of 248,000 tons consisting of small and 
over-age ships. In the fall of 1939, the size’ had ‘been 4.4 
million tons. When merchant ships presently under con- 
struction are delivered, the present goal of 3.5 million 
tons will have been nearly attained. 

The Minister of Transport has stated that economic 
needs demand a further expansion of the merchant marine 
and that the building program, for which approximately 
DM 3.3 billion has so far been spent, must be continued. 
Source: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, November 23, 1955. 


Middle East 
Cotten Production and Supply in Egypt 


The first estimate of the 1955-56 cotton crop prepared 
by the Egyptian Ministry of Agriculture shows a sharp 
increase, to 8.75 million kantars, compared with the final 
estimate of 7.75 million kantars for the 1954-55 crop. 
The increase is the result of a larger cotton area under 
cultivation (1.82 million feddans, against 1.58 million 
feddans in the preceding season). The 1955-56 estimate 
includes 3.24 million kantars of long-staple cotton, 1.48 
million kantars of medium-staple varieties over 1 14 inches, 
3.84 million kantars of medium-staple over 14 inches, 
and 198,000 kantars of scarto. The average yield per 
feddan is estimated at 3.85 kantars for long-staple and 
4.48 kantars and 5.95 kantars, respectively, for the two 
medium-staple varieties (1 kantar=99.05 pounds and 
1 feddan=1.038 acres). 

The increased 1955-56 crop combined with a higher 
carry-over at the end of the last season (August 31, 1955) 
results in a considerably higher total supply for the cur- 
rent season, which may be estimated at over 11 million 
kantars, compared with 9.8 million kantars in the preced- 
ing season. 

Since the beginning of the present season, cotton ex- 
ports have been running at a higher rate than in 1954-55. 
Between September 1 and December 2, 1955, cotton ex- 
ports amounted to 1.37 million kantars, compared with 
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1.04 million kantars during the corresponding period in 

1954. Local cotton consumption during the period from 

September 1 to November 30, 1955 was 447,000 kantars, 

against 478,000 kantars during the corresponding period 

last year. 

Sources: Middle East Economist and Financial Service, 
Forest Hills, N.Y., December 1955; Al Ahram, 
Cairo, Egypt, December 4, 1955. 


Far East 
India's Savings Program 


India’s National Savings Commissioner, at a press con- 
ference on November 8, emphasized the need for the 
formation of savings groups in every city and town, to 
encourage investment in the small savings schemes 
launched by the Government. The Commissioner stated 
that Rs 1.74 billion (US$365 million) had been collected 
to date through the various savings schemes, for which a 
target of Rs 2.25 billion had been set for the end of 
1955-56. The target fixed for the Second Five Year Plan 
period is Rs 4 billion. The Commissioner said that a 
major share of the amount so far collected under these 
schemes has come from provident funds and from the 
wealthy; the contribution from the lower income group 
has been very small. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, November 16, 1955. 


India's State Trading Corporation 


India’s Minister for Commerce and Industry has an- 
nounced the Government’s decision to set up a State Trad- 
ing Corporation, the details of which will be worked out 
after its establishment. He made it clear, however, that 
private distributive channels would continue to be used 
even in fields in which the State took over trade (e.g., 
steel, for which an integrated control and distribution 
board will be set up). 

Source: The Statesman (Overseas Edition), Calcutta, In- 
dia, December 3, 1955. 


Selection of Thai Industries for Promotion 


The Commission set up under the Thai Act for Promo- 
tion of Industry (see this News Survey, Vol. VII, p. 194) 
has made its first selection of industries for promotion 
and support. The industries are sugar, gunny-bag, and 
metals (iron, tin, lead, zinc, copper, antimony, tungsten, 
and manganese). The commission stated that the metal 
industries are basic to the development of many other 
industrial activities, as well as important as users of 
natural resources; the sugar and gunny-bag industries are 
potential sources of foreign exchange savings; and in- 
creased operations of the three will increase employment. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., November 21, 1955. 
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Malayan Budget 


The Financial Secretary has announced that the Federa- 
tion of Malaya’s budget for 1955 is expected to close with 
a surplus of $M 42 million instead of the estimated 
deficit of $M 148 million. No new taxes were announced 
for 1956, and the budget for that year is expected to close 
with a deficit of $M 50 million. 

The favorable outturn in 1955 was due partly to the rise 
in the price of rubber, which meant increased proceeds 
from the export duty. This duty is expected to bring in 
$M 163 million in 1955, against an estimated $M 114 
million; $M 165 million is being budgeted for next year. 
The income tax in 1956 is expected to yield $M 145 mil- 
lion, i.e., $M 20 million more than this year. The income 
tax law is being amended from January 1, 1956, to en- 
courage the development of mines and plantations. Under 
the amended law, abortive expenditure on mining opera- 
tions could, under certain conditions, be deducted for 
tax purposes; and, in the case of estates, the cost of clear- 
ing land for planting and of new planting could be writ- 
ten off over a period of ten years. It was also announced 
that a supplementary budget for development, giving 
effect to the proposals of the International Bank for Re- 
construction and Development, would probably be intro- 
duced next April. 

Source: The Financial Times, London, England, Decem- 
ber 1, 1955. 


Vietnam Exchange Rate 


After the exchange of banknotes (see this News Survey, 
Vol. VIII, pp. 121 and 137), the exchange rate for the 
Vietnam piastre in Saigon strengthened a little. On Oc- 
tober 31 the U.S. dollar was quoted at 74.50 piastres, and 
the Hong Kong dollar at 13.20 piastres, 2 to 3 per cent 
higher than in the preceding month. The piastre, how- 
ever, continued to fall in Hong Kong, where it was quoted 
at a rate equivalent to about 2.50 French francs. 
Source: Marchés Coloniaux du Monde, Paris, France, 

November 19, 1955. 


Japanese National Income 


The rate of growth and the pattern of distribution of 
Japanese national income and expenditure during the 
fiscal year April 1954-March 1955 reflects the effects of 
the disinflationary policy of the Japanese Government. 
National income during this period amounted to ¥ 6,132 
billion, representing an increase of 4.3 per cent in money 
terms and of 3.7 per cent in real terms over income in 
1953-54; in 1953-54, the increase over 1952-53 in money 
terms had been 12 per cent. 

While total personal disposable income increased by 8 
per cent during 1954-55, personal consumption expen- 
ditures increased by 6 per cent and personal savings by 
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23 per cent. As a percentage of personal disposable in- 
come, personal savings were about 13 per cent. 

Domestic private capital formation was 16 per cent less 
in 1954-55 than in the previous year. This was due mainly 
to a drop of 37 per cent in business inventories. Expendi- 
ture on producers’ durable equipment decreased by 7 per 
cent. As a percentage of gross national expenditure, 
private capital formation amounted to about 15 per cent. 

The sharp improvement in Japan’s balance of payments 
during 1954-55 is reflected in the net foreign investment 
of ¥ 133 billion; during the previous year, there had 
been a net disinvestment of ¥ 12 billion. 

Source: Bank of Tokyo, Weekly Review of Economic A}- 
fairs in Japan, Tokyo, Japan, November 5, 1955. 


Administration of Japanese Foreign Exchange Funds 


The Japanese Ministry of Finance notified, on Novem- 
ber 21, the 35 foreign banks concerned that, as of Decem- 
ber 20, it would abolish, in principle, the Letter of Under- 
taking and Authorization (LUA) for long-term trans- 
actions exceeding six months. LUA is a document 
transmitted by the Japanese Minister of Finance to for- 
eign banks that have accounts of both the Ministry of 
Finance and Japanese foreign exchange banks. This docu- 
ment allows the banks, whenever the foreign currency 
deposits of the foreign exchange banks run short, to 
replenish those deposits by transferring amounts from 
the Ministry of Finance account; it also assures the 
banks that sufficient funds for such transfers will be kept 
in their current accounts at all times. This system was 
adopted on June 16, 1952 for dollar funds, and on 
March 2, 1953 for sterling funds, because the foreign 
currency holdings of the Japanese foreign exchange banks 
in those days were too small to permit free transactions 
with foreign banks. 

In principle, the new decision of the Ministry applies to 
the following transactions: guarantees by Japanese foreign 
exchange banks for any liability of a third party for a 
period of more than six months; the opening by Japanese 
foreign exchange banks of any letter of credit whose term 
of validity is more than six months; the acceptance by 
Japanese foreign exchange banks of any draft whose 
period of payment is more than six months after the date 
of issue; any borrowing by Japanese foreign exchange 
banks for a period of more than six months. 

The reasons for the Ministry's action are reported to 
be as follows: (1) The original purpose of LUA was 
primarily to facilitate the short-term transactions of 
Japanese foreign exchange banks, but the system has been 
applied to long-term transactions as well. It is feared, 
therefore, that its continuous application to long-term 
transactions may increase excessively the credit of foreign 
banks to Japanese foreign exchange banks, and thus dis- 
turb the financial order of Japan. (2) The system had 
been introduced merely to meet the unsettled economic 
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situation after the war; it should therefore be gradually 

abolished now that the Japanese economic situation has 

improved. (3) The increase in foreign exchange holdings 
through the expansion of exports, as well as the improving 
financial condition of Japanese foreign exchange banks as 

a result of the establishment of normal money market 

conditions, have made the system practically unnecessary. 

(4) The keener competition among foreign banks, which 

has made them improve their services to Japanese foreign 

exchange banks, has also made possible a modification of 
the LUA system. 

Sources: Nihon Keizai Shimbun, November 22, 1955, and 
Bank of Tokyo, Weekly Review of Economic Afj- 
fairs in Japan, November 26, 1955, Tokyo, 
Japan. 


United States and Canada 
U.S. Gross National Product 


Personal consumption expenditures and business out- 
lays on durable equipment were largely responsible for 
the increase in the U.S. national output in the third quar- 
ter. Gross national product rose at a seasonally adjusted 
annual rate of $6.7 billion, of which consumption ac- 
counted for $5.5 billion. The consumption increase was 
fairly well distributed among durable and nondurable 
goods and services. Equipment outlays by business rose 
at an annual rate of $2 billion, while outlays for plant 
increased by only $400 million. Expenditures for resi- 
dential housing fell by $200 million on an annual basis. 
The rate of inventory accumulation dropped from $4.3 
billion in the second quarter to $2.4 billion in the third. 
A shift from an accumulation of automobile inventories 
in the second quarter to liquidation in the third accounted 
for a substantial part of the reduction. Automobile manu- 
facturers were closed down for model change-overs during 
the third quarter, while sales were maintained at a fairly 
high level. Increases in state and local government spend- 
ing and in nondefense spending by the federal Government 
were largely responsible for the $1 billion increase in 
total government purchases of goods and services. 
Source: The Wall Street Journal, New York, N. Y., 

November 14, 1955. 


U.S. Employment and Income 


U.S. employment in November tctaled 64.8 million per- 
sons. The decline of 86,000 from October was less than 
seasonal, as factory employment rose more than seasonally 
to a postwar peak. Unemployment rose by 267,000, to 2.4 
million; a decline of 1 million workers in agriculture was 
offset to a large extent by new hiring in the nonfarm 
sector. 


Personal income rose by $1.5 billion in October, to a 
seasonally adjusted annual rate of $309.5 billion. Rising 
pay scales and higher employment accounted for a gain 





202 INTERNATIONAL Financia, News Survey, December 16,1955 
SSS SSS sen 


of $1 billion in wages and salaries, while interest, divi- 

dends, and income of business proprietors rose by $0.5 

billion. 

Source: The Journal of Commerce, New York, N. Y.., 
December 8, 1955. 


U.S. Cotton Crop 


The U.S. Department of Agriculture has estimated a 
cotton crop of 14.8 million bales as of November 1. This 
is 7 per cent above the October 1 estimate and 17 per cent 
larger than the first official estimate made on August 1. 
On the basis of the latest estimate, cotton output would be 
almost 10 per cent larger than last year, despite govern- 
ment controls which resulted in a 14 per cent reduction in 
acreage. Record yields account for the large increase in 
output. With ideal weather conditions and intensive use 
of fertilizers, the yield is expected to average 431 pounds 
of cotton per acre, an increase of 90 pounds above last 
year’s previous high. 

Domestic use and exports are expected to total 12 mil- 
lion bales in the marketing year beginning August 1, 
1955. Thus, an additional 2.8 million bales is expected to 
be added to the cotton surplus, which was estimated at 
10.6 million bales on August 1, including 8.1 million bales 
held by the Government or under government loan. 


Source: The Wall Street Journal, New York, N. Y.., 
November 9, 1955. 


U.S. Plant and Equipment Expenditures 


According to government estimates based on company 
reports, plant and equipment expenditures in the first 
quarter of 1956 are expected to be at a seasonally adjusted 
annual rate of $31.6 billion. This would be 12 per cent 
above the $28.3 billion of outlays expected for the calendar 
year 1955, and one fourth above the first quarter of this 
year. 

Outlays by durable goods manufacturers in the first 
quarter of 1956 are expected to be 25 per cent above this 
year’s average, while railroad outlays are to increase by 
55 per cent. Other increases are expected to be more 
moderate: nondurable manufactures, 12 per cent; public 
utilities and commercial companies, 5 per cent; and 
mining and nonrail transportation, 3 per cent. 

Source: The Wall Street Journal, New York, N. Y., 
December 8, 1955. 


Outlook for U.S. Construction in 1956 


Total construction in the United States in 1956 is 
forecast at a record $44 billion in a report by the Depart- 
ments of Commerce and Labor. This represents a 5 per 
cent increase over the estimate of $42 billion for the cur- 
rent year. Housing starts are expected to decline by wbout 
100,000 next year, to a.total of 1.2 million. The expected 
decline, according to the report, had its origin in the latter 


part of 1955, when funds became relatively scarce for 
long-term, low down-payment mortgages at low interest 
rates. Total residential outlays, however, will tend to be 
maintained by additions and alterations to older houses, 
construction of motels and other nonhousekeeping resi- 
dential buildings, a higher proportion of larger and more 
expensively equipped homes, and a moderate increase in 
construction costs. 

Nonresidential construction is expected to rise by 14 per 
cent next year. Outlays for stores and other service es- 
tablishments accompanying continued suburban develop- 
ment may total $2.25 billion, a 17 per cent increase over 
1955. Public construction is expected to rise by 10 per 
cent, to $13.2 billion. 

Source: The Journal of Commerce, New York, N. Y., 
November 10, 1955. 


Canadian Credit Conditions 


Outstanding loans by the Canadian chartered banks 
continued to rise last month and on November 23 they 
amounted to Can$4,838 million, an increase of Can$299 
million over loans at the end of October 1955 and of 
Can$653 million over those at the end of November 1954 
(see this News Survey, Vol. VIII, p. 186). It seems likely 
that a large proportion of the increase during Novem- 
ber was due to advances to individuals for the purchase of 
Canada Savings Bonds. According to a classification of 
advances relating to September, most of the increase over 
1954—which aggregated about 10 per cent—was due to 
loans to installment finance companies (up 45 per cent), 
building contractors (36 per cent), and individuals (25 
per cent). It is now reported that, following consultations 
with the Bank of Canada, the chartered banks have de- 
cided to avoid further expansion of credit, The new policy 
is expected to lead to greater selectivity in the extension 
of loans to installment finance companies and individuals. 
Meanwhile, the interest rate on insured mortgages has 
risen from 5 per cent to 54 per cent, the legal maximum, 
with conventional mortgages commanding at least 6 per 
cent. In addition, loans to business are to be limited to a 
maximum duration of one year; this is aimed especially 
at advances to large concerns which it is felt should raise 
longer-term capital by issuing securities in the open 
market; term loans of up to $250,000 to small businesses 
will be permissible. The Bank of Canada is also reported 
to have indicated that the chartered banks should cease ac- 
quiring long-term corporate securities, holdings of which 
had risen by $121 million, to $449 million, in the 12 
months ended October 1955. This expansion is under- 
stood to have been a reaction to earlier attempts to limit 
long-term borrowing by business. 

Sources: Bank of Canada, Statistical Summary, Ottawa, 
Canada, October 1955; The Financial Post, 
Toronto, Canada, December 10, 1955. 
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Latin America 


Silver Coinage in Mexico 


In his annual message on September | (see this News 
Survey, Vol. VIII, p. 95), the President of Mexico an- 
nounced that he would ask Congress to pass legislation 
authorizing silver coins of 5 pesos and 10 pesos, the 
intrinsic value of which would be equal to their monetary 
value, and which would provide a durable medium for 
private savings. It was thus intended to create a powerful 
weapon against inflation by providing the masses of the 
population with a monetary unit which they would be able 
to hoard with complete confidence in its value. In this 
way it was expected to set in motion a tendency which 
would counteract the effect of any future increases in the 
circulating medium. 

Two decrees were accordingly published in the Diario 
Oficial of September 15, one amending the monetary law 
of July 1931 by a reclassification of the coinage, and the 
other defining the composition of the new coins. The 
new 5- and 10-peso pieces will be legal tender for single 
payments up to 500 pesos. Certain subsidiary coins will no 
longer be minted. The 5-peso silver pieces (.900 fine) and 
the 1-peso pieces (.500 fine), defined by a decree of Sep- 
tember 11, 1947, will be immediately retired from circula- 
tion and demonetized. The Bank of Mexico will buy these 
demonetized coins at a price based on the current value 
of their silver content. Past experience, however, suggests 
that a considerable proportion of these coins will not be 
sold to the Bank of Mexico, but will continue to be held 
in hoards. 


Source: Banco Nacional de Mexico, S.A., Review of the 
Economic Situation of Mexico, Mexico, D. F.., 
October 1955. 


The Honduran Economy 


During September and: October 1955, government -ex- 
penditures in Honduras, mainly for development purposes, 
started to increase. Private bank credits rose, and price 
indices, which had been at their maximum in August, fell 
somewhat. The volume of sales and investments in the 
private sector began to recover after the new customs 
tariff, which provides more protection to domestic pro- 
duction, was put into effect: 


A slowdown in coffee prices, banana exports, and gold 
production and a steady increase in imports will probably 
mean a balance of payments deficit for the first ten months 
of the year. The reform of the tariff has checked the im- 
port trend, however, and exchange reserves are adequate. 

The money supply decreased during September and 
October as a consequence of the decline in exchange re- 
serves, but it is still larger than it has been for many 
years. The official ‘sector was the major expansionary 


factor, as the Government had to borrow to meet fiscal 

deficits incurred since 1954. 

Source: Banco Central de Honduras, Situacion Econémica 
Durante Septiembre y Octobre 1955, Tegucigalpa, 
Honduras, November 1955. 


increase of Legal Reserve Requirements in Bolivia 


On October 27, 1955, the Bolivian Government issued 
a decree requiring commercial banks and the Banking 
Department of the Central Bank to maintain 40 per cent 
of demand and time deposits with the Monetary Depart- 
ment of the Central Bank. Under Article 4 of Supreme 
Decree No. 3408 of May 14, 1953, reserve requirements 
had been fixed at 20 per cent for demand deposits and 
10 per cent for time deposits. The decree of October 27 
allows commercial banks and the Banking Department 
of the Central Bank 15 days from the date of promulgation 
of the decree in which to comply with the requirement 
of a higher uniform percentage for both types of deposit. 
Source: La Nacion, La Paz, Bolivia, October 28, 1955. 


Tin Purchase Contract with Bolivia 


It has been reported from La Paz that the British firm 
of Williams Harvey, a subsidiary of Consolidated Tin 
Limited, has concluded a contract for the purchase of 
50 per cent of Bolivian tin production for the five years 
beginning January 1956. The contract was concluded with 
the Bolivian Mining Corporation, the government institu- 
tion established at the time of nationalization of the mines 
in 1952. Well-informed sources in London state that this 
report refers to the renewal of a previous three-year 
contract. 

Source: American Metal Market, New York, N. Y., No- 
vember 30, 1955. 


Other Countries 
Australia's Gold Output 


Gold output in Australia during the first eight months 
of this year amounted to 688,665 ounces, i.e., approxi- 
mately 50,000 ounces less than in the corresponding 
neriod of 1954. Subsidy payments to gold producers 
under the Gold Mining Industry Assistance Act 1954 
began in March 1955, and reached £123,383 in the six- 
month period to August. 

-ource: Australian Financial Review, Sydney, Australia, 


November 10, 1955. 


Wages and Production in South African Gold Mines 


Pay increases for about 26,000 European workers in the 
South African gold mines became effective November 1. 
The increases amount to 8d. a shift; at the same time 
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10s. per shift of the present cost of living allowance of 
17s. 8d. per shift has been incorporated into wages, and 
leave allowances have been increased by £7 10s. The wage 
settlement has been interpreted in the press as meaning 
an over-all increase in costs of about 4d. per ton of ore 
milled. 

During the first nine months of 1955, South Africa 
produced 10,885,119 fine ounces of gold worth £136.4 
million, compared with 9,715,373 fine ounces valued at 
£120.6 million in the corresponding period of 1954; the 
generally higher basis of valuation in the 1955 period 
resulted in the more than proportionate rise in the de- 
clared value. (The “valuation” of gold produced is vir- 
tually based on the London market price; in September 
1955 the basis of valuation was £12 10s. 6d. per fine ounce, 
compared with £12 9s. 7d. in September 1954.) 

Transvaal mines milled a total of 44.3 million tons of 
ore during January-September 1955, compared with 43.4 
million tons in the same period of 1954. The average 
yield increased from 3.985 dwt. per ton to 4.037 dwt., and 
physical output from 8.7 million fine ounces to 8.9 mil- 
lion. Average working revenue advanced from 49s. 9d. 
per ton to 50s. 11d., but this improvement was more than 
offset by a rise in average working costs from 37s. 5d. to 
38s. 9d. per ton of ore milled. 

Orange Free State mines milled 5.3 million tons of ore 
in the first three quarters of this year, compared with 2.9 
million tons in January-September 1954. Average yield of 
the gold mines in this province rose sharply, from 4.695 
dwt. per ton to 5.968 dwt., and total output increased to 
1.57 million fine ounces in January-September 1955, com- 
pared with 0.7 million ounces in the corresponding period 
of 1954. Average working revenue of the Free State 
mines increased from 58s. 7d. per ton in 1954 to 75s. 2d. 
per ton in 1955. Working costs, on the other hand, de- 
clined from an average of 52s. 10d. per ton in 1954 to 
Sls. ld. per ton in the first nine months of 1955. The 
average profit per ton in the Free State mines during 
January-September 1955 was almost double that of the 
Transvaal mines. 

Sources: The Standard Bank of South Africa Limited, 
The Standard Bank Review, November 1955, and 
The Financial Times, November 15 and Decem- 
ber 3, 1955, London, England. 


Currency in the British West Indies 


As from October 1, legislation has been enacted making 
currency notes issued by Jamaica legal tender in the 
Eastern Group of British Caribbean Colonies, and cur- 
rency notes issued by the Board of Comissioners of Cur- 
rency, British Caribbean Territories (Eastern Group), 
legal tender in Jamaica. 

Source: Barclays Bank D.C.O., Overseas Review, London, 
England, November 1955. 
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Direction of International Trade, Third Annual Issue 


The third annual issue of Direction of International 
Trade is now in press and scheduled for release in early 
January 1956. This issue reports trade-by-country statis- 
tics for 101 countries for 1938, 1948, and 1951 through 
1954, and summarizes the data in geographic and mone- 
tary area totals. 


In this issue, the data and the summarizations have been 
greatly improved in two respects. While the sources of the 
data continue to be the published trade returns of in- 
dividual countries, adjustments and substitutions of “part- 
ner country” data have been made where necessary to 
eliminate all the sizable sources of differences between 
these data and the World Trade data regularly reported 
in the Fund’s bulletin, /nternational Financial Statistics. 
Secondly, the data have been combined to obtain two 
kinds of summary: (1) the area and world totals that are 
obtainable from the trade returns of the reporting coun- 
tries of each area, and (2) the totals that are obtainable 
from the trade returns of partner countries trading with 
each area. 


The usefulness of previous annual issues was limited 
by year-to-year discontinuities in the data, important dif- 
ferences between DIT and /FS totals, and the summariza- 
tion of only those world and area totals that were obtain- 
able from the trade returns of the partner countries trad- 
ing with each area. With the present volume, the student 
of international trade may compare in detail and in 
summary the trade returns of exporting countries and 
areas with those of the partner importing countries, and 
may analyze the sources of differences between national 
trade statistics and the international compilations regular- 
ly reported in /nternational Financial Statistics. 


Direction of International Trade is compiled by the 
International Monetary Fund and the International Bank 
for Reconstruction and Development and printed and 
distributed by the United Nations. Copies of the annual 
issue may be obtained by addressing the Sales and Circu- 
lation Section, United Nations, New York. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 





